Virtually all of the earmarked spending was for education, and would have been appropriated by the legislature even without an initiative mandate.
But others placed the blame on the voters, asserting that a series of popular initiatives locking in spending and preventing tax increases has paralyzed the budget process, making it impossible for the governor and legislature to make rational decisions (see Table 1 ).
The argument that direct democracy has brought California to the edge of fiscal calamity became almost a mantra among pundits leading up the election. If true, the California example would raise some troubling questions about the initiative and referendum, two increasingly popular institutions of direct democracy. Yet the assertions that initiatives have paralyzed the budget seem to be based on an impressionistic view of the measures approved by the voters; I am not aware of any systematic study of the extent to which the budget process is constrained by voter initiatives.
The purpose of this paper is provide, I believe for the first time, a systematic accounting of the constraints placed on the California budget by the initiative process. I review all 98 initiatives that the voters have approved since the initiative process was approved in 1912 and "add up" the constraints that have been placed on appropriations and revenues. It turns out that there are some serious constraints, but fewer than is often claimed. At most 32 percent of the 2003-04 state spending was locked in by initiatives, and almost all of that money would have been spent for its dedicated purpose even without a constitutional requirement. On the revenue side, initiatives have not placed any significant constraints on the three most important revenue sources for state governments: income taxes, sales taxes, and corporate taxes. It is hard to see a factual basis for the claim that the deficit was caused by voter initiatives, or that direct democracy has paralyzed the state budget.
Initiatives in California
The initiative is a process by which ordinary citizens can propose laws and constitutional amendments by collecting a predetermined number of signatures from fellow citizens. If the required number of signatures is collected, the proposal is placed on the ballot and becomes law if it receives a majority vote. Initiatives are different from referendums placed on the ballot by the legislature-I will not be focusing on legislative measures in this paper.
The initiative process is common in the United States. Twenty-four of 50 states and about half of all cities provide for the process. All told, about 70 percent of the population lives in either a state of city where the initiative is available, making it the norm for American democracy.
2 The initiative process is also quite old. It was first adopted by South Dakota in 1898, making it more venerable than universal women's suffrage, the federal income tax, and social security. 
Constraints on Spending
"Constraints" can take many forms. Expenditure can be locked in ("spend at least $1 million on education") or capped ("spend no more than $1 million on education.") Constraints can be fixed ("spend at least $1 million on education") or conditional ("spend at least 1 percent of the budget on education"; "spend at least $1 million on education except during a recession year," etc.) Constraints can be absolute ("spend $1 million no matter what") or flexible ("spend $1 million on education unless the legislature decides otherwise by a 3/5 vote.") To focus the analysis, I will concentrate on constraints that make it difficult to balance the budget, that is, appropriations that cannot be reduced and revenue sources that cannot be tapped or increased. Moreover, I will be looking only at constraints imposed by voter initiatives. The budget is constrained by other factors, such as federal and state constitutions and federal mandates; I will discuss these other constraints after describing the constraints imposed by voter initiatives.
Another conceptual issue is related to the fact that constraints vary over time. 
Constraints on Revenue
A deficit can be closed by cutting spending or by raising revenue (or some combination of the two). We have seen that with the exception of Prop. 98, voter initiatives place few constraints on the legislature's ability to cut spending. Consider now the limits on raising revenue that arise from voter initiatives. governments is the personal income tax, the second most important is the general sales tax, and so on.
As can be seen, initiatives impose no barriers to raising the personal income tax (other than a requirement that rates be indexed) and only a modest constraint on raising the sales tax (it cannot be applied to food), by far the two most important revenue sources for state governments. The five most important revenue sources are essentially unconstrained by voter initiatives. The sixth most important revenue source, alcohol and tobacco taxes, has been constrained from below by voter initiatives-tobacco taxes cannot be lowered below 75 cents a pack. Prop. 37 in 1984 mandates a state lottery, creating a revenue source.
There are two major obstacles to tax increases. Prop. 13 in 1978 set the maximum property tax rate at 1 percent of assessed value, and limited assessment increases. Prop. 6
in 1982 essentially eliminated death and gift taxes. However, these taxes are relatively unimportant source of revenue for state governments.
The message of Table 3 is even clearer than Table 2 : voter initiatives do not stand in the way of revenue increases. Tables 2 and 3 list every voter initiative in California that either earmarks state spending or restricts tax increases. At most 32 percent of budget is locked in by initiatives, and most of that is for education and would be appropriated even without an initiative requiring it. Except for two taxes that are relatively unimportant for state governments, on property and inheritance, initiatives place no material constraints on the raising of revenue. Initiatives do remove some of the legislature's discretion, but as a whole they do not stand in the way of closing a budget deficit with either spending cuts or tax increases. April 1996, Vol. 12, 62-97. of about $2.4 billion for debt service of legislative bond issues. This is not a small amount, but it does not change the basic picture of the overall size of the constraints facing the governor and legislature. Other than bond issues, there were no legislative measures that committed sizable funds or inhibited revenue increases.
Discussion
In short, the evidence suggests that the California budget has not been paralyzed by voter initiatives. It seems the initiative process is a scapegoat for the inability of elected officials to manage the competing demands for public funds in a period of declining revenues. Table 417 ).
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